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ABSTRACT
This thesis contains twelve case studies that cover various accounting technical and career topics.
These topics include consideration of where to work in the city selection case to analyzing the
effects of the 2008 financial crisis. This thesis was written with the guidance of Dr. Vicki
Dickinson during my junior year accounting Independent Study class. I gained a greater
understanding of a numerous amount of accounting related topics, over the course of this class.
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CASE 1: CITY SELECTION
NASHVILLE VS. MEMPHIS

by John Jamieson Houston

September 25, 2019

1

INTRODUCTION & SUMMARY: CASE 1
The requirements of this case study were centered around determining two cities where I would
possibly want to work for at least five years and establish a life. The factors of analysis for the
two cities range from looking into entertainment and recreational activities to more practical
aspects, such as defining an operating budget based on the cost of living. I have grown up
visiting both Memphis and Nashville, as my Dad’s family is from Memphis and my Mom’s
family from Nashville. However, I learned many new details about both cities that I had never
considered. By considering all of these factors that were explored in the case study I can say with
confidence that I want to live in Nashville. I understand that the Nashville job market is
extremely competitive, therefore, I have Memphis as a back-up choice. By making an operating
budget I realized how quickly money dissolves throughout daily life spending. I found it very
useful to look for apartments within the cities because I realized how expensive they get. There
is a huge uptick in prices in the housing market for Nashville. Because of this, the quality of
housing and location is not as good for Nashville’s housing when compared to Memphis. I think
that Memphis as a city has a lot of character and history, but I think due to my family’s current
location that Nashville would be a better choice for me. After looking into many specifics about
both cities I think both places would be a great place to meet lots of new people as a bachelor,
but both cities also have good suburb areas for raising a family. Looking at specific factors for
the long-term was something I was not considering when looking at what city to pick, but now I
have these to factor in as well. All and all, Nashville won me over with its hot market and
booming entertainment industry.
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Population
Nashville:
According to World Population Review, in 2018 the estimated population of Nashville was
669,053 people. However, this is not including the 13-county Nashville metropolitan area which
is home to approximately 1.59 million people, which is the largest metropolitan area in
Tennessee. Nashville has become a major hub and attraction for tourists and new residents due to
the inflows of young people and booming culture. Consequently, Nashville’s metropolitan area is
expected to reach 2 million people by the next census, in 2020.
Memphis:
According to World Population Review, in 2018 the estimated population of Memphis was
650,618. Similar to Nashville, Memphis is one of the largest cities in Tennessee, despite having
the lowest median household income of $32,285. However, unlike Nashville, Memphis currently
has a stagnant population growth of just 0.6% per year. Comparatively, Nashville’s metropolitan
area is growing three times faster. Additionally, Memphis has an extremely high poverty level of
17% for families and nearly 21% of the total population living below the poverty line.
Climate, Topography, and Geographical Aspects
Nashville and Memphis:
Both Nashville and Memphis, given their proximity to each other, have similar climates. Given
that both cities are located in the Southeast, the overall weather follows a similar trend with
extremely hot summers and tolerable winters. All of the climate and seasonal climate data are
almost identical, for 2019, with Nashville having 49 days of rainfall compared to Memphis’ 54
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days of rainfall. Additionally, snowfall for both cities did not exceed more than 5 days.
Moreover, seasonal climate fluctuations follow the same patterns with the average July high for
Nashville being 89 degrees compared to Memphis’ July high of 91 degrees. Likewise, the
Nashville January low was 27 degrees compared to Memphis’ January low of 30 degrees. I like
to think that the Southeast has the best weather because despite having very hot and humid
summers you can experience less harsh winters than other places while also enjoying the fall and
spring seasons. Despite the similarity of climate between the two cities the topography and
geographical sceneries of Memphis and Nashville are vastly different. I find that Nashville has a
huge advantage in terms of encompassing a big city feel combined with nearby outdoor
excursion opportunities. Nashville is significantly more elevated than Memphis at 597 feet
compared to Memphis’ elevation level of 338 feet. Both cities offer their unique features and
have beautiful natural geographies. Memphis has the Mississippi River to offer a waterfront
experience that runs through the heart of downtown. Whereas, Nashville has more elevation and
surrounding mountains, in addition to the Cumberland River running through the heart of
downtown. With Nashville’s big city feel, combined with multiple outdoor benefits, it’s no
surprise that it is one of the fastest-growing cities in America.
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View of downtown Nashville – featuring the Cumberland River
View of downtown Memphis – featuring the Mississippi River
Taxes
Nashville and Memphis:
According to Tax Policy Center, the federal income tax for single filers on a taxable income
range of $38,700 to $82,500 is 22%. While expecting to make around $55,000 a year this would
leave me with a disposable income of $42,900 after federal income taxes. This doesn’t account
for sales taxes which are the highest in the United States in Tennessee; both Memphis and
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Nashville have the same sales tax rate of 9.25%. While Tennessee doesn’t have a state income
tax, the property taxes are relatively higher than other states. However, overall taxes are fairly
low in retrospect to other states with taxes as a percent of income of 7.3%. There isn’t a

huge tax difference between Memphis and Nashville, and as a state, overall Tennessee appears to
be a desirable option, from a tax perspective.
Transportation and Commutes
Nashville:
Most likely I would have a car and commute to work from my house. The Metro Transit
Authority does provide an hourly service from downtown to the airport which could be useful.
6

There are also conventional taxis, however, like with most cities, there is a strong Uber and Lyft
presence. Given that Nashville has grown so much the property values in downtown are going to
be unaffordable for someone making $60,000 a year. Therefore, I will most likely commute from
somewhere between 15-20 minutes away. Although, there is also a possibility I would live in
Franklin, where my family is from, and commute from there, which is approximately a 45minute commute.
Memphis:
Similar to Nashville, it is likely that if I lived in Memphis I would have a car and commute to
work from my house. There is also a MATA bus and trolley for getting around downtown.
However, it seems more likely to use Uber or Lyft if I needed to go somewhere within the city
without a car. However, the leg-up Memphis has over Nashville is the possibility of living in an
apartment or condo complex downtown. This would make my commute much shorter and travel
to work or for recreational activities much easier.
Industries and Companies
Nashville:
People, companies, industries, and tourists all seem to be gravitating to Nashville, most recently
Amazon announced that they will be adding 5,000 new jobs over the next seven years. Overall,
Nashville as an extremely diverse economy including finance and insurance, music and
entertainment, higher education, and health care. With nearly 400 healthcare companies based in
Nashville, the city is known as the “nation’s health care center.” Also, Nashville is the largest
publishing center in the Southeast. Despite being known as a hub for entertainment and music,
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there is an expansive network of business industries, ranging from investment and venture
capitalist companies to accounting firms. Given all the great entertainment, night-life, and family
activities tourism has grown as a major industry, as well. Also, the five largest companies
headquartered in Nashville are HCA Healthcare, Community Health Systems, Dollar General,
Tractor Supply, and LifePoint Health. It is also important to note that the largest accounting
employers in Nashville are Deloitte, LBMC, PwC, EY, and Crowe.
Memphis:
Memphis has an incredibly diverse economy, similar to Nashville. Although Memphis might not
be experiencing booming city growth, the city has a great foundation of businesses that are
already well established. There are three Fortune 500 companies headquartered in Memphis:
FedEx, AutoZone, and International Paper. Additionally, Memphis is home to other large
companies, such as TruGreen and Sedwick CMS Holdings. Furthermore, given Memphis’s
location, forty percent of all cotton crops are traded there. Therefore, agribusiness (agriculture
business) has a strong industry presence; they are also home to three of the world’s largest cotton
dealers. However, there is still a strong presence in professional services, banking and finance,
and accounting. The major accounting employers in Memphis are Dixon Hughes Goodman LLP,
Deloitte, CBIZ & Mayer Hoffman McCann PC, Watkins Uiberall PLLC, and EY.
Healthcare
Nashville:
As aforementioned, Nashville is considered to be a national leader in the healthcare industry.
This is due in large part to having Vanderbilt University, a top medical school, and
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undergraduate university, located in the heart of the city. Moreover, there are almost 400
healthcare companies, most notably HCA (Hospital Corporation of America). Also, recently
Vanderbilt University Medical Center received its largest grant of $71.6 million. Overall, there is
exceptional healthcare in Nashville and it only seems to be a growing and getting better.
Memphis:
Memphis is home to the University of Tennessee Health Science Center, which is the premier
medical education center for all health professions across the state of Tennessee. Additionally,
Memphis is also home to Baptist Memorial Hospital and St. Jude Children’s Research Hospital.
St. Jude Children’s Research Hospital is exceptional, and families never have to worry about
receiving a bill with most of the funding for the hospital coming from donations. Additionally,
Baptist Memorial Hospital offers great care and in 2017 became the first organization to receive
a 10-star health care rating from Epic. Moreover, Le Bonheur Children’s Hospital is also located
in Memphis, which gained recognition for clinical excellence in pediatrics. Memphis has across
the board excellent healthcare, especially for those looking to start a family.
Schools
Nashville:
Overall, Tennessee doesn’t have a great public-school system. Because of this if I have the
financial ability I would like to send my kids to private school. Although there are some highly
ranked public schools near Nashville, in the Brentwood area, that seem like acceptable options.
The public schools that are highly ranked are Brentwood High School, Ravenwood High School,
and Hume Fogg Magnet High School. However, I think education is an extremely formative and
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important part of kids’ lives. Therefore, I would prefer to send my kids to Montgomery Bell
Academy or Harpeth Hall. There are many other great private school options in the suburb areas
of Nashville, specifically in Franklin.
Memphis:
Similar to Nashville, the public school system is not exceptional in Memphis. However, public
schools are significantly improving in the Germantown and Collierville area. Collierville High
School recently has invested lots of money for renovations and seems like an acceptable option.
Likewise, Houston High School offers a good education in a safe location. Despite these
acceptable public school options, I would still prefer to send my kids to a private school. Some
of the private school options in Memphis are St. George’s Independent School or Memphis
University School. Memphis and Nashville have very similar schooling options, however, the
Memphis public school system does seem to have a leg-up.
Crime
Nashville:
Like most big cities crime rates are pretty high in Nashville. There is a 3.10 out of 1000 chance
of being involved in a robbery compared to less than a 1 in 1000 chance as the national average.
Additionally, there is a 7.62 out of 1000 chance of being involved in an assault versus the
national average of a 2.49 out of 1000 chance. Moreover, Nashville earned a 5 out of 100 on the
crime index, meaning that it was only safer than 5% of U.S. cities. In retrospect, most of the
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violent crimes and assault happen closer to the epicenter and more populated areas towards
downtown. However, the further away you go, more toward the suburbs areas, the more the
crime rate drops.
Memphis:
Similar to Nashville, Memphis has one of the highest crime rates in the United States. Memphis
earned a 1 out of 100 on the Crime Index, meaning it was only safer than 1% of U.S. cities.
There is a 5.30 out of 1000 chance of being involved in a robbery case in Memphis. Furthermore,
there is a 13.57 out of 1000 chance of being involved in an assault case. Even though both
Nashville and Memphis hold some of the highest crime rates in the nation, Memphis crime rates
are nearly double that of Nashville. However, most of Memphis’ crime is correlated closer to the
downtown area and rates decrease towards the suburb areas. I think both Memphis and
Nashville’s crime statistics are concerning but not shocking given that a lot of crime happens in
major cities.
Cost of Living
Nashville:
Given that I expect to allocate around $800-$1000 dollars towards rent, I would be able to rent a
1 bedroom, 1 bath, 500 square foot apartment only about a 20-minute drive from downtown
Nashville. The housing in downtown Nashville would be way too expensive for a starting salary
of $55,000-$60,000. The apartment I found was located in 5024 Edmondson Pike at an
apartment complex called Brandywine. I wouldn’t necessarily live at this complex, however, the
location, approximately 20 minutes from downtown, is ideal and other units close should have
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similar pricing. This complex comes with covered resident parking, tennis courts, 3 swimming
pools, balcony, and a fitness center. Although this place is relatively small it offers a decent price
with a great location.
Memphis:
Memphis properties are across the board more affordable than Nashville properties. This
would allow me to rent in a location much closer to downtown Memphis. The studio apartment I
found for Memphis ranges from $945-$965 dollars. However, this apartment is located only 5
minutes from downtown Memphis. It is located on 610 S Front St at an apartment complex
called South Line. This apartment comes with gated parking, a fitness center, a pool, and a
fenced-in outdoor space. Additionally, this apartment comes with upgraded hardwood floors and
granite countertops. Because the rent is so much more affordable I would be able to live in a
great location, in the heart of downtown, with better amenities and features.

12

Daily Life (grocery shopping and laundry)
Nashville:
I expect to do my laundry in my apartment as the place I identified earlier has an in-unit washer
and dryer. Additionally, there is a great selection of grocery stores in Nashville consisting of
Whole Foods, Trader Joe’s, and Kroger. There is also a unique Nashville market called H.G. Hill
Urban Market located on Church St.
Memphis:
I also expect to do my laundry in my apartment in Memphis because it comes with an in-unit
13

washer and dryer. There are conventional grocery shopping options in Memphis, as well,
including Whole Foods, Cash Saver, and Kroger. Although living in the heart of downtown
Memphis would be very tempting to eat out at all the great surrounding restaurants.

Possible Charitable and Religious Organizations
Nashville:
If I lived in Nashville I would most likely attend my parents’ church, First Presbyterian, in
Franklin. I have gone there whenever I go home from college and enjoy the community there.
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Additionally, there are many great well-established organizations to volunteer at in Nashville.
Specifically, I could see getting involved with The Nashville Food Project or Ronald McDonald
House. Both of these organizations are centered around providing food to those in need.
Moreover, there is also a Habitat for Humanity charity located in Nashville. This could be a great
way to give up a few hours of my weekend and help build houses for the less fortunate.
Memphis:
Given that Memphis has a very high poverty rate there is a ton of need for volunteer work. Some
of the organizations that caught my eye were Manna House, Ronald McDonald House, and
Habitat for Humanity. Manna House provides necessities for the homeless, such as clothes and
showers. Whereas, Ronald McDonald house is centered around providing food for those who
need it. Additionally, there is a Habitat for Humanity location in Memphis. This would be an
easy way to just take a few hours out of my weekend and give back. In terms of churches, I
would most likely join First Presbyterian as I have friends that are already members.
Sports, Entertainment, and Recreational Activities
Nashville:
Nashville is home to the Tennessee Titans, as well as, the Nashville Predators. I love going to
both of these teams’ games. I went to my first Predators game this past January and it was an
electric environment that sparked my interest in Hockey. As most people know, Nashville has a
surplus of musical talent that can be heard from major concerts in the Bridgestone arena to those
hoping to get discovered playing at a small honky-tonk. The Bluebird café is one of the most
famous music venues and is where many stars get discovered. If you walk down Broadway street
there are at least seven different bars that have live music playing, too. Additionally, there is a
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TopGolf located in Nashville which is a great place to go during the day or at night. There are
also a handful of excellent public golf courses, to mention a few: Hermitage, Two Rivers, and
Harpeth Hills.
Memphis:
Memphis is home to the Memphis Grizzles. There is also an American Football League team,
Memphis Express. Additionally, there is a minor-league baseball team, Memphis Redbirds.
Memphis is also home to great jazz music. Beale Street has a great selection of live music
restaurants and bars. Also, Memphis regularly has top performers come to play concerts at
FedEx Forum. In terms of recreational activities, Memphis has a rock climbing building called
Memphis Rocks. Although Memphis doesn’t quite have all the entertainment and sports of
Nashville there is still a great selection of activities to occupy time outside of work.
Distance from Home
Nashville:
My parents live just outside of Nashville, in Franklin, TN. Therefore, it would only take about a
quarter of a tank of gas and about a thirty-minute drive to get to their house. However, it would
be around a fifty-minute drive to go to my grandmother’s house, which is further out into the
country.
Memphis:
Although the commute home isn’t as close as living in Nashville would be, it is still a fairly
close drive. It would only take a little over three hours to get home, in Franklin. This would cost
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around $25, in terms of gas money, one-way.
Monthly Operating Budget
Nashville:
Revenue

5000

Income Taxes

1100

Rent Expense

900

Groceries

350

Internet/ Utilities

200

Night’s Out

300

Misc. Expense

500

Gas

200

Final Savings

1450
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Memphis:
Revenue

5000

Income Taxes

1100

Rent Expense

950

Groceries

300

Internet/ Utilities

200

Night’s Out

300

Misc. Expense

500

Gas

120

Final Savings

1530
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Conclusion
After considering all factors, my preference would be to live in Nashville. This is where all my
family lives and I think it would be a great place to raise a family. In addition, I have grown to
love the city over the past years through going to concerts and hockey games in the Bridgestone
Arena. I play guitar and love country music, so I am never disappointed when I walk around on
Broadway and hear new and emerging stars. I love how Nashville has the big city feel but still
has places to go hiking and explore. There are so many opportunities within Nashville and I
think it would be a great place to live.
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CASE 2: EXCEL CRASH COURSE

by John Jamieson Houston

September 30, 2019
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CASE 3: BREXIT

by John Jamieson Houston

October 9, 2019
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Introduction:
This case study is based on the different viewpoints of Brexit and the possible outcomes and
economic changes of the coming months. The case requirements were centered around watching
Brexit – The Movie, which had a pro-Brexit viewpoint and comparing that viewpoint to one
centered around a con-Brexit viewpoint. Additionally, with Brexit appearing eminent I
researched the possible economic and political changes that could occur after Britain parts from
the European Union. I had very little background on the history of the British economy or the
current political climate surrounding Brexit. The movie highlighted how Britain, pre-World War
I, had a flourishing and vibrant economy based on free trade which was later crushed by
regulation and government control. Additionally, I gained insight into how the European Union,
generally, solves economic problems with protectionism, quotas, and tariffs. This led to a
dilapidated British economy with so many regulations and economic barriers that free trade with
any nation unassociated with the European Union (EU) becomes economically unfeasible. This
led to a country in economic disarray, voting to exit the European Union in June of 2016.
Furthermore, in March of 2017, the Prime Minister formally put into writing the two-year
countdown to Great Britain leaving the European Union. According to the original document,
Article 50, Britain should have already withdrawn from the European Union; however, a House
of Commons vote, in March of 2019, extended the formal date to withdraw from the EU. After
many political holdups, Britain may choose to depart from the EU on the 31st of October in 2019,
or earlier. Although many people are upset about the hold-ups surrounding Brexit, there is still a
large portion of the population concerned about the massive economic changes which will soon
be in effect.

25

Movie Viewpoint (Pro-Brexit):
Brexit – The Movie’s viewpoint was strongly in favor of Brexit. In an attempt to persuade
viewers that Brexit is the best move for Britain, the producers and directors displayed that the
reason many British people vote in favor of Brexit is that they want the opportunity to govern
themselves. The British people are strongly in favor of breaking away from the European Union
(EU) and becoming a genuinely democratic and free people. The movie then continues into the
many reasons the EU is an inefficient and detrimental organization. First off, the complexity and
structure of the EU are beyond reasonable and many ordinary people have no idea how it works.
The movie pointed out that amongst the complex levels there are a bunch of councils that are
non-transparent in their objectives and inner workings. When examining the daily operations of
EU workers, it is difficult to determine who does what and why they do it. Additionally, to top of
the organization’s operational hierarchy, there are four presidents. The fact that there are four
presidents leads to the next problem with the EU, which is that nobody knows who is in charge.
Not only is it a problem that the “regular working class” doesn’t know who is in charge, but also
those working-class people and anyone else not a part of the EU system have no power at all.
Even members of the British Parliament lack real power and influence, as all the power is held
by EU leaders and they vote in private. Additionally, these EU leaders are not even elected by
the people but are appointed from within the EU. The way the EU system is set up is for there to
be power without accountability. There is no transparency in how authoritative figures are
appointed, on top of the fact that the officials vote with their prospective council. Furthermore,
the lucky few within the EU system are compensated based on the EU leaders’ decisions, which
are extremely favorable. Basically, the EU leaders take money from the general population and
distribute a large amount of that funding to EU leaders’ salaries. However, it is understandable
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that a large bureaucratic organization would have a complex organization. Even without
considering the complex, non-transparent, and overly-compensated EU officials, the European
Union brings little value to the British economy. The movie gave many industry examples of
how the European Union not only doesn’t help British industries but actually hurts them. The
first industry mentioned in the movie was about fishing auctions. In the 1950s-1960s, Britain
fishing auction blocks would produce around 12,000 boxes of hundreds of fish a day. After
joining the EU, Britain began to lose fishing rights and was paid to leave the fishing industry and
destroy their boats. Joining the EU was supposed to be a way for Britain to gain political
influence over Europe, however, the opposite has happened. Within the last year, Britain has
opposed the EU on 72 different occurrences and have been overruled on all of them. The movie
gives other examples of industries that were hurt, such as the Steel industry. The most
convincing economic argument the movie makes examines other countries’ economies. One of
the most successful economies in the world, Switzerland, is governed by a bottom-down system,
which gives more control to the people. They support an extremely low unemployment rate, a
very successful exporting economy, and a low wage gap. Additionally, Switzerland is one of the
least regulated economies in the world and is essentially an opposite economic approach of the
EU. The EU uses a top-down economic system, centered around top executives making all the
decisions for how industries should run. Moreover, from an economic viewpoint, the
protectionist policies employed by the EU hurt the efficient producer and lead to a stagnant
economy. This leads to lower quality goods that are more expensive. The government overinvolvement in Britain’s economy hurts new business entry, which leads to less competition and
larger corporations with little incentives to innovate and keep up with the changing outside
world’s improving products and services.
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Con-Brexit Viewpoint:
There is still a chance for Britain to revote on Brexit and not withdraw from the EU. This would
be favorable for many people due to all the changes that would be enacted with an exit from the
EU. Obviously, there are going to be trade-offs for Britain becoming their own governing body.
Some of these include, ports being blocked and airlines being grounded. This would lead to a
shortage of imported food and drugs. This would only be the case if Britain and the EU don’t
come up with a trade agreement. A big consequence that could come from a No-Deal Brexit (no
trade deal) would be that Britain no longer has a tariff-free trade status with other countries in the
EU. In turn, this would hurt exporters due to an overall higher cost of goods. Additionally, tariffs
would hurt British imports as 1/3 of their food comes from countries within the EU. There will
also be many customs checks and regulatory hoops for Britain to jump through as a result of
leaving the EU. The most concerning statistics are the purely economic projections of the longterm effects of Brexit. Following a No-Deal Brexit, the government has projected that Britain’s
economy would be 7.7% smaller 15 years after Brexit. Brexit mainly effects industries that trade
heavily with the EU, such as auto, chemical, and pharmaceutical companies. Brexit could cause
these industries to shrink by 20%. Additionally, The Bank of England projected that a disorderly
Brexit could cause the pound to decrease by 25% in value. Likewise, these would cause home
prices to drastically decrease by 30%. According to Patrick Cockburn, Brexit will reduce
Britain’s power and influence in the world. Cockburn explains that there hasn’t been this much
political divide in Britain since the 17th century. Brexit has caused the United Kingdom, as a
state, to rehash disputes with Ireland. This puts Britain’s government in a situation to
permanently be at odds with Ireland. Since Britain is such a huge economic center, its exit causes
an impact on all other countries associated with the EU. This could lead to resentment and
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political strife between Britain and other EU nations. Cockburn has a strong opinion on Brexit
and is positive that in no way will it bring benefits to Britain: “never before has [a] nation
embarked on a project likely to make it poorer, weaker and less able to control its own future”.

Possible Outcomes for Brexit:
There are essentially three possible outcomes for Brexit in the coming month. The most likely
occurrence is that Britain leaves the EU on October 31st with no deal. There have been three
extensions granted to Britain to figure out a possible trade deal with EU nations. The second
possible outcome is that Britain can come up with a trade deal that the EU agrees on. As the
October 31st deadline is quickly approaching it seems highly unlikely that a deal can be made
within that deadline. However, there is a possibility for another extension to be granted. Two
possible trade deals could be negotiated. The first, similar to Switzerland, Britain could negotiate
a customs union or a free trade agreement. However, these negotiations have been unsuccessful
so far. The second, Britain could remain a member of the European Economic Area as a non-EU
member. Given that many extensions have already been granted, the general population is
becoming uneasy. There is still lots of uncertainty surrounding Brexit. Some of these
uncertainties include tax, such as possible increases in Social Security and Pension costs for
business owners. Likewise, value added taxes are most directly affected by Brexit. These value
added taxes would become a purely domestic tax rate, as opposed to being influenced by the EU.
Also, a full withdrawal from the EU with no deal would result in Britain setting its own rates on
imports and exports between EU nations and non-EU countries.
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Conclusion:
After almost three years of Britain voting to leave the EU, there is still lots of uncertainty
surrounding Brexit. There are many possible outcomes that would heavily affect Britain and all
of Europe’s economy. Brexit would lead to re-negotiations of trade deals with EU countries and
possible new trade deals with the United States and India. Not only does Brexit have surrounding
economic factors, but also very relevant political changes. A complete exit from the EU would
allow Britain to have total control over their country. This could possibly be the biggest decision
Britain has ever made economically and politically.

30

Works Cited:
Amadeo, Kimberly. “New PM Boris Johnson Promised Brexit by October 31, No Matter
What.” The Balance, The Balance, 28 Aug. 2019, https://www.thebalance.com/brexitconsequences-4062999.
Cockburn, Patrick. “Opinion: Brexit's Negative Effects Are Not 'Yet to Come' – Leaving the EU
Has Already Left Britain Crippled.” The Independent, Independent Digital News and Media, 5
Apr. 2019, https://www.independent.co.uk/voices/brexit-britain-theresa-may-eu-influencepower-a8857231.html.
Kottasová, Ivana. “The UK Government Says Its Brexit Deal Will Hurt the Economy.” CNN, Cable
News Network, 28 Nov. 2018, https://www.cnn.com/2018/11/28/economy/brexit-economicimpact/index.html.
PricewaterhouseCoopers. “Potential Tax Implications of Brexit on Industrials.” PwC,
https://www.pwc.com/us/en/services/tax/library/insights/potential-tax-implications-of-brexit-onindustrials.html.
Reid, Davy. “No-Deal Brexit Is Now the Most Likely Outcome for the UK, Survey of Finance
Execs Says.” CNBC, CNBC, 13 Sept. 2019, https://www.cnbc.com/2019/09/13/no-deal-brexit-isnow-the-most-likely-outcome-cfo-survey.html.
Walker, Nigel. “Brexit Timeline: Events Leading to the UK's Exit from the European
Union.” Commons Library Briefing - UK Parliament, 25 Sept. 2019,
https://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-7960.

31
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October 30, 2019
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Introduction
This case was centered around looking at the 10-K financial statement of Bank of
America. All the research done about the 10-K was done in a group. All the
members in my group were: Tate Fowler, Rachel Schefield, and Conner McCarthy.
After analyzing the financial statement as a whole, we dived into the specific
sections of the 10-K. I had seen most of the sections from the balance sheet and
cash flows from my accounting classes, but I had never gone into as much detail as
I did in this case. There were a few terms on the balance sheet that were specific to
banks, such as, cash due from banks and maintaining the federal reserve minimum
requirement. I learned the most from this case from any case so far. The coolest
part about this case was testing my accounting knowledge and attempting to gain
useful information directly from the 10-K. Also, I had never looked at footnotes as
much as I did in this case. There were a few words I didn’t know and had to look
up, but for the most part I understood the specific headings and the numbers that
went with them. I thought this was a great case because it applied what the last
year of school has taught me into a real world application. I feel like I have a better
understanding of how to look at financial statements now and can actually explain
what the numbers and headings on the page mean.
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I.

BANK OF AMERICA OVERVIEW
Bank of America (BofA) is a global banking company that was incorporated in Delaware in

1998. Stemmed from a series of different banks including Massachusetts Bank, NationsBank,
and Bank of Italy, Bank of America has been passed along through many different owners and
titles. Though they are now headquartered in Charlotte, North Carolina, Bank of America
conducts business throughout the United States and in an additional 35 countries. Bank of
America focuses on financial services and investment banking, and serves individuals,
businesses both large and small, government sectors, and investors. Audited by the Charlotte,
NC office of PricewaterhouseCoopers (PwC), Bank of America submitted their latest 10-K
Annual Report for Year End December 31, 2018 on February 26, 2019 at a total of 178 pages.
The business of banking is vastly different from manufacturing and retail businesses. Part of the
financial sector of business, Bank of America drives the majority of its profits from customer
interest and service fees. BofA currently sits at number 25 on the Fortune 500 List, due to its
large client base and global presence. No matter the economy, people will always need loans,
bank accounts, and other financial services. This gives strong stability to Bank of America and
allows them to grow during periods of higher interest and lower taxes.

34

II.

DESCRIPTION OF BALANCE SHEET LINES
Assets

Cash and Cash Equivalents
The assets section of the balance sheet includes many categories of both current and longterm assets. Cash and Cash Equivalents includes cash on hand, cash items in the process of
collection, cash segregated under federal and other brokerage regulations, and amounts due from
correspondent (other) banks, the Federal Reserve Bank and certain non-U.S. central banks.
Certain cash balances are restricted as to withdrawal or usage by legal binding contractual
agreements or regulatory requirements. Cash and due from banks is a subcategory which
includes Due From accounts which enable the transfer of funds between banks. These accounts
are used to facilitate the collection of cash items and cash letters, the transfer and settlement of
security transactions, the transfer of participation-loan funds, the purchase or sale of Federal
funds, the purchase or sale of Federal funds, and many other purposes. Interest-bearing deposits
with the Federal Reserve, non-U.S. central banks and other banks is another subcategory of Cash
and Cash Equivalents. Bank reserves are the cash minimums that must be kept on hand by banks,
which is set by the U.S. Federal Reserve.
Short Term Investments
Time deposits-placed and other short-term investments is the next category on Bank of
America’s balance sheet. A time deposit is an interest-bearing bank deposit account that has a
specified date of maturity. These deposited funds must remain in the account for the fixed term
to receive the stated interest rate. The short-term investments are debt or equity securities that are
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expected to be converted into cash in the next three to twelve months. Federal funds-sold and
securities borrowed or purchased under agreements to resell (includes $56,399 and $52,906
measured at fair value) follows the Time deposits. Federal funds sold are immediately available
funds lent under agreements or contracts that have an original maturity of one business day or
roll over under a continuing contract, excluding such funds lent in the form of securities
purchased under agreements to resell. Securities purchased under agreements to resell, are the
securities bought regardless of the maturity date. The next subcategory is Trading account assets
(includes $119,363 and $106,274 pledged as collateral). Trading assets include but are not
limited to U.S. Treasury securities, U.S. Government agency obligations, securities issued by
states and political subdivisions in the U.S., other bonds, notes, and debentures certificates of
deposit, commercial paper, and bankers’ acceptances. They also include the amount of
revaluation gains on assets from the “marking to market” of interest rate, foreign exchange rate,
commodity, equity, and credit derivative contracts held for trading purposes.
Other Investments
Derivative assets, the next line on the balance sheet, are most commonly stocks, bonds,
commodities, currencies, interest rates, and market indexes. They are assets that derive their
value from price fluctuations in the underlying asset. Debt Securities follow and have a few
subcategories. Financial assets classified as held-to-maturity, trading, or available-for-sale based
on management’s intent. These securities must be paid in full before any amount can be
distributed to shareholders. The Carried at Fair Value securities are listed at the market value of
the debt securities, while the Held-to-Maturity securities are listed at their cost with their fair
value also disclosed. Held-to-Maturity are securities that management intends to hold until the
specified maturity date.
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Loans and Leases
Loans and leases, net of allowance, are comprised of two separate lines. Loans and leases
(includes $4,349 and $5,710 measured at fair value), and Allowance for loan and lease
losses. The Loans and Leases line states the gross amount of loans and leases Bank of America
has as an asset. Allowance for loan and lease losses represents the amount of loans and leases
that are expected to be unpaid, which is deducted from the Loans and Leases line to arrive at the
net balance.
Remaining Assets
Premises and Equipment, Net include the cost, less accumulated depreciation, of land and
buildings actually owned and occupied right now. Bank premises also include leasehold
improvements. Goodwill is an intangible asset. It is comprised of the company’s good reputation,
loyal client base, brand recognition and identity, and certain technologies. Loans held-for-sale
(includes $2,942 and $2,156 measured at fair value) are loans that are intended to be sold in the
foreseeable future, including residential mortgages, loans syndications, consumer finance, and
commercial real estate. Customers and other receivables include sales receivables and other
receivables that are expected to be collected within the operating cycle. The last line, Other
assets (includes $19,739 and $22,581 measured at fair value), is a grouping of accounts that
contain minor assets that don’t fit into main asset categories.
Liabilities
Deposits in U.S. offices is the largest liability for Bank of America. It includes moneymarket accounts, savings, and checking accounts. Specifically, for the U.S. bank offices. The
deposits have two subcategories; Noninterest-bearing and Interest-Bearing. Noninterest-bearing
simply means that there is no interest on the liability accounts, while the Interest-bearing
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(includes $492 and $449 measured at fair value), accrues interest on the liability accounts. The
following sections is the same as the previous deposits section, however is listed separately
because it is for Deposits in non-US offices. This section also contains Noninterest-bearing and
Interest-bearing subsections. Federal funds-purchased and securities loaned or sold under
agreements to repurchase (includes $28,875 and $36,182 measured at fair value) follows the
deposits. Federal funds-purchased is the amount of short term borrowing a bank borrows, at the
federal funds rate, from another bank. Securities sold under agreements to repurchase is the
amount of funds outstanding borrowed in the form of a security repurchase agreement. Trading
account liabilities are the amount of net short position in certain securities held for trading
purposes. Derivative Liabilities are the net liabilities of Bank of America resulting from a
derived price of an underlying liability. Short-term borrowings (includes $1,648 and $1,494
measured at fair value) are the amount of debt that is owed to the lender within an operating
cycle. Accrued expenses and other liabilities (includes $20,075 and $22,840 measured at fair
value and $797 and $777 of reserve for unfunded lending commitments) include liabilities that
don’t fall under the major categories. As well as expenses where the service has been performed
but the payment has yet to be made. The final line of Liabilities is Long-term debt (includes
$27,637 and $31,786 measured at fair value), which is the debt that is not due until a time period
past the current operating cycle.
Stockholders’ Equity
Stockholders’ Equity includes stocks, retained earnings, and accumulated other
comprehensive income. The first line is Preferred stock, $0.01 par value; authorized 100,000,000 shares; issued and outstanding - 3,843,140 and 3,837,683 shares. Preferred stock
means the owners receive dividends before common stockholders. The par value represents the
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lowest value a share could be worth. Authorized is the amount of shares Bank of America is
legally allowed to issue. Whereas, issued and outstanding is the number of shares actually
issued. Common stock and additional paid-in capital, $0.01 par value; authorized - 12,800,000
shares; issued and outstanding - 9,669,286,370 and 10,287,302,431 shares. Common stock is the
typical shareholder, and they receive dividends after the preferred shareholders. Additional paidin capital is the value of share capital above the stated par value. Retained earnings represents the
amount of net income left over after dividends have been distributed to
shareholders. Accumulated other comprehensive income (loss) includes unrealized gains and
losses that are excluded from net income. For the current year, 2018, Bank of America has
unrealized losses in this section.

III.

CUSTOMERS AND REVENUE
Bank of America’s customer base is made up of individual consumers, small and middle-

market businesses, institutional investors, large corporations, and governments. Individual
consumers primarily make up Bank of America and are responsible for setting up checking and
savings accounts of which most of BOA’s income comes from. For example, Bank of America’s
main sources of income from most lucrative to least lucrative are interest income; service
charges, investment banking fees, card income, and investment and brokerage fees. Interest
income directly arises from customers taking out loans such as mortgages and having to pay
them back plus interest. Service fees come directly from customers such as individuals or
businesses open accounts and the charges placed on them for the services required to maintain
and use the account. Investment and brokerage services obtain revenue through asset
management fees and brokerage fees. Asset management fees are earned from the management
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of client assets under advisory agreements or the full discretion of the corporation’s financial
advisors. Brokerage fees come from income earned from transaction-based services that are
performed as part of the investment management services; distribution fees, sales commissions.
Card income, which comes from the use of debit and credit cards, results from annual, late and
over-limit fees as well as fees earned from interchange. Investment banking income comes from
fees earned for the placement of a customer’s debt or equity securities and commissions on such
placements. Income from financial advisory services are fees earned for assisting customers with
transactions related to mergers and acquisitions and financial restructuring. Furthermore, Bank of
America does a great deal of global banks, amassing a total income of $19,644,000 in global
banking.

IV.

SUPPLIERS
Bank of America generates revenue primarily through financial activities and services.

Consequently, this excludes it from having a ‘true’ supplier for its business. However, in a more
general sense the US Treasury Department could be seen as a direct supplier of BofA. It prints
and services the currency on which BofA relies. Similarly, BofA lacks a true ‘good’ with
associated production costs, but broadly, one can say that a good equivalent for the COGS would
be the interest expenses associated with its service operations. These include expenses stemming
from interest-bearing deposits, federal funds purchased, securities loaned or sold under
agreements to repurchase, short-term borrowings, other interest-bearing liabilities, trading
account liabilities, and long-term debt.
V.

OTHER OPERATING EXPENSES
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Bank of America lists eight other operating expense categories on the income statement that
are considered noninterest expenses. These include Personnel, Service, Occupancy, Equipment,
Marketing, Professional fees, Data processing, Telecommunications, and Other expenses. For
personnel, BofA describes its importance as due to the company’s success being “heavily
dependent on the talents and efforts of highly skilled individuals,” and elaborates that,
“Competition for qualified personnel within the financial services industry and from businesses
outside the financial services industry is intense.” For service, BofA believes in the importance
of adapting and developing their “products, services and technology to evolving industry
standards and consumer preferences [as] there is increasing pressure by competitors to provide
products and services on more attractive terms, including higher interest rates on deposits, which
may impact our ability to grow revenue and/or effectively compete.” For occupancy and
equipment, the company refrains from addressing the account, but it can be inferred that having
locations and machinery for customers to physically meet with representatives and physically
withdraw cash remains a crucial aspect of banking activity. Like any other business, BofA
utilizes marketing to target appropriate demographics and spread brand awareness. As for data
processing, professional fees, and other expenses, these likely have the least impact on
generating revenue; these primarily facilitate general aspects of the business.

VI.

RECENT REVENUE AND EXPENSE TREND
In the past 3 years income has been growing steadily from 17,822 in 2016, 18,232 in 2017,

28,147 in 2018 in billions. This is the result of expenses dropping in the last 3 years by around 1
billion a year. Expenses dropped almost consistently across the board for all expenses except in
the case of expenses for data processing, which went up over 200 million in the past 3 years and
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occupancy which went up around 20 million. I believe this to be the result of the world-wide
increase in need of data processing which ultimately makes the rest of the business run more
efficiently. In the case of Revenues, they went up by around 8 billion in the last 3 years. This was
mainly the result of net interest revenues and total interest revenues. Total interest revenue went
up around 16 billion in 3 years and net interest revenue went up around 8 billion. In looking for a
reason for these increases in income I looked at the articles written by seekingalpha.com. In
reading this article I discovered one of the main reasons is because of Bank of America’s overall
effectiveness in operations. Also, under the Trump administration banks of all kinds have seen a
great few years. This is the result of the Trump administration decreasing regulations and helping
to increase interest rates.

VII.

NET INCOME V. CASH FLOWS FROM OPERATIONS
In 2018, Bank of America’s net income was reported at $28,147,000. This is an increase of

approximately $4,000,000 from 2017 and is largely due to a significant increase in interest
income for the year. The Cash Flows from Operations, found in the Statement of Cash Flows,
was reported to be $39,520,000 for the year. This difference between net income and cash flows
from operations of $11,373,000 can be attributed to a variety of factors. The adjustments to
reconcile net income to net cash provided by operating activities portion of the operating
activities section accounts for the majority of the difference. The net changes in Trading and
Derivative Instruments, Other Assets, and Accrued Expenses and Other Liabilities roughly
cancel out to cause no overall change to net income. Similarly, the Adjustments for the Loans
Held-for-Sale also balance out to cause little difference in the cash flows from operating
activities and net income. Under the adjustments for reconciliation, the Deferred Income Taxes
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and Provision for Credit Losses both account for the largest difference adding $3,041 and $3,282
respectively to cash flows from operations.
VIII.

BALANCE SHEET ESTIMATES
Under the assets section, allowance for loan and lease losses is an estimate of the amount that

is expected to be uncollected. There is also an estimate on accumulated depreciation which is
used as a valuation method. Given that goodwill is an intangible, there is also an estimable piece
in terms of valuing what, for example, a brand’s customer base is worth. Allowance for credit
losses is also based on an estimate. Estimates are additionally found wherever an asset can be
valued at fair value. The liabilities section includes portions of estimates mainly coming from
valuing liability accounts at fair value as well.
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Conclusion
After researching in detail many sections about the 10-K for the year ended 2018 of Bank of
America, I feel that I have gained an enormous amount of insight into the actual workings of the
financial statement. Understanding where revenue comes from, in particular, is a skill I learned
along the way of this case. Also, I learned specifically about what a bank’s financials look like.
In addition, I examined extremely close the balance sheet and all the specific accounts that go
into making up assets, liabilities, and shareholders’ equity.
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CASE 6: DR. THOMAS SOWELL INTERVIEW
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December 4, 2019
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Introduction:
The objective of this case was to watch a video from the Hoover Institute interviewing a wellknown economist, Dr. Thomas Sewell, and to summarize some of his viewpoints. I had never
heard of Dr. Sewell, however, I really enjoyed learning from his wisdom about fact-based
economics. Sewell’s interviewer, Peter Robinson, presented numerous talking points and
questions about Sewell’s educational past. Over the course of the interview Sewell talked about
his past in the Marine Corps, as well as, the three Universities he attended: Harvard, Columbia,
and Chicago. The beginning of the interview goes into some detail on how Sewell switched his
economic viewpoint from Marxist to essentially the complete opposite spectrum of economic
thinking. I thought his educational history was very impressive, which made it more interesting
to learn about his viewpoint change from his youth to where he is now. I rarely watch videos
specifically about economics, but I do pay attention to politics; because of this, I really enjoyed
the way Sewell tied economic theory to current political issues that have been plaguing the
American political environment for the past 30 years. Since Sewell is African American, he
offers a unique perspective on economic inequality in the United States. Throughout the
interview, Sewell presents claims about the inefficiencies and problems about the U.S.
government. I learned a lot from Sewell about using evidence and facts to support claims and
solutions to political problems. Sewell has a very calm and rational tone throughout the hourlong interview. Anytime Sewell responded to a question he always related the problem at hand
back to economic evidence. In a current political climate surrounded by complicated government
policies and propositions of drastic government spending, it was nice to hear a level-headed and
rational viewpoint on today’s current issues.
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Dr. Thomas Sewell – Uncommon Knowledge (economic inequality):
After Sewell elaborates on his past economic viewpoint, as a Marxist, he offers many reasons for
his change of economic thinking. First, Sewell addressed the problem with electing lifelong
politicians. He mentioned a specific example of the U.S. Department of Labor not doing what is
best for the country but instead doing what is best for their careers and salaries. Next, Sewell was
asked about if the minimum wage should be raised. He then went on to explain that if the
minimum wage was raised significantly it would result in greater unemployment and less
unspecialized skill jobs. Furthermore, the idea that good things happen automatically and bad
things (low wages) are someone else’s fault is mentioned in Sewell’s book A Conflict of Visions.
This is because people rely on the process instead of the will of the people. Which essentially
means that people put all of their trust into political figures to solve their individual problems.
However, in reality there are surrogate decision makers which can’t possibly make the decision
best for each individual person. Additionally, Sewell was strongly against the liberal policies of
the past 30 years, particularly welfare. He claims that the political decision of welfare has led to
a dissonance of family values. As a result, this has divided families, specifically African
Americans, and led to more single-parent households. Likewise, Sewell explains how he believes
affirmative action hurts all parties involved. The example he gave was that black students, in
some situations, are placed in a situation to where they can’t compete with these other
exceptional students and fall behind. Likewise, these other high achieving students are hurt
because someone with less academic ability has taken their spot at the university. Sewell’s
closing point in the interview, which is plaguing America right now, is that people hear
something that is propaganda and believe it no matter what the evidence says. Nowadays people
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are so entrenched in an idea of what they think the world should look like that they are unwilling
to listen to the evidence and facts of the situation.
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Conclusion:
After listening to Sewell for an hour I think his viewpoint of using facts and evidence to back his
economic claims was very insightful. I really enjoyed the way he tied economic theory in with
real-life application of today’s political landscape.
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CASE 7: REGULATION FAIR DISCLOSURE

by John Jamieson Houston

January 29, 2020
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Introduction:
This case is centered around learning what Regulation Fair Disclosure means and why it is
important to the investing community. Regulation Fair Disclosure was implemented in late 2000
as a way to level the playing field for all investors. I learned that before Regulation Fair
Disclosure was created certain financial analysts and institutional investors would receive
information before other investors that helped them gain an advantage. After researching
Regulation Fair Disclosure, I learned that even though a regulation might not be in place ethical
behavior should always be maintained. Specifically, in today’s business environment there are so
many regulations that are supposed to prevent corruption it is good practice to know all rules and
follow them to a tee. In my future career, I expect to see many company’s financial statements
before they are public knowledge, therefore, I now know to be careful about sharing any of that
information to anyone before the financial statements are released. Regulation Fair Disclosure
has also prevented insider trading and market manipulation. This was also a turning point for
preventing corruption on Wall Street. Giving all investors the same numbers at the same time
helps create a more transparent and fair market. As a result, individual investors no longer have
to rely on potentially corrupt businessmen whose main objective is most likely to increase their
commission. Also, this was most likely a problem that many people in the investing community
were unaware of, which was hindering their ability to assess companies on their true value. Thus,
Regulation Fair Disclosure was an important and necessary change to the investment market
community.
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Regulation Fair Disclosure (Regulation FD):
According to the SEC (Securities and Exchange Commission), “Regulation FD addresses the
selective disclosure of information by publicly traded companies and other issuers… Regulation
FD aims to promote … full and fair disclosure”. In layman’s terms, Regulation FD was
implemented to stop companies from disclosing only the information that they want to disclose.
Therefore, Regulation FD’s goal is to create a fair and level playing field for all investors; as
well as, enforce a positive outlook for publically traded markets. In essence, the overall goal of
Regulation FD is to prevent insider trading by disclosing all information prevalent to present and
potential investors. However, Regulation FD only includes senior officials and those who
communicate with holders of security and other market professionals. As a result, Regulation FD
drastically changed the way that companies communicate with shareholders or potential
shareholders. Before Regulation FD, institutional investors would get advanced information
through earnings meetings. Additionally, financial analysts would get privileged information
that other market investors would not receive. The client’s financial reporting actions would
change in the way that they disclose material information to analysts or institutional level
investors. As a result, the client should give access to all investors or potential investors to any
information that institutional level individuals would receive, such as, make the quarterly
earnings call open to the public.
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Why does Regulation FD exist?
Regulation FD, in essence, exists as a way to make the stock market fair for all investors.
Additionally, Regulation FD prevents market manipulation by upper-level Wall Street elites by
taking away their ability to completely shape the market perception of a company. If a company
wanted to share information with specific analysts and not others, before Regulation FD this was
allowed. Likewise, Regulation FD prevents insider trading by institutional investors. These
institutional investors, under Regulation FD, receive the same information as smaller investors,
therefore, not giving an information advantage to the institutional investors. A main reason
Regulation FD exists is because Wall Street was very secretive with information, which gave
them a competitive advantage over individual investors. Making material information available
to all investors drastically changed the investing community; the way that companies present
quarterly earnings is picked apart by analysts who give independent assessments of the
company’s financial position.

Violation of Regulation FD?
Although the CEO didn’t disclose any direct financial records pertaining to his company, he did
give information that has not been released to all investors. Therefore, Regulation FD has been
violated. As such, this information could be used to determine, if there was a large increase or
decrease in customer orders, how the stock price might change in the future. These performance
metric numbers are what drive revenue, and therefore could be used as an advantage to investors.
However, if these performance metrics were to be released to all investors, to a public domain,
then Regulation FD would not have been violated.
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Reed Hastings Rule
After reading the article, I believe that the CEO did, in fact, violate Regulation FD. However,
had the CEO publicized to the rest of the investing community that he was going to post
pertinent information to investors Regulation FD wouldn’t have been violated. Still, there is a
little gray area surrounding social media as a way to disclose financial information. As a result, I
would recommend to the CEO to error on the side of caution and not disclose any other
information to social media. Instead, I would recommend that once all the performance metrics
were publicized that he post a link on social media to where the information could be found.
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Conclusion
Regulation FD was a necessary control to prevent corruption at the institutional level. This
allows for a more fair and transparent investment market. At a time when market confidence
needed to be secured, I believe Regulation FD was an effective regulation.

57

Works Cited
Bloomberg. “Can Elon Musk Tweet That? The SEC May Have an Opinion.” Fortune, Fortune, 8
Aug. 2018, fortune.com/2018/08/08/what-is-reed-hastings-rule/.
“Fast Answers.” SEC Emblem, 30 Aug. 2004, www.sec.gov/fast-answers/answers-regfdhtm.html.
Kenton, Will. “Regulation Fair Disclosure (Reg FD).” Investopedia, Investopedia, 4 Dec. 2019,
www.investopedia.com/terms/r/regulationfd.asp.
Lomax, Alyce. “Pop the Champagne! RegFD Turns 10.” The Motley Fool, The Motley Fool, 11
Aug. 2010, www.fool.com/investing/general/2010/08/11/pop-the-champagne-regfd-turns10.aspx.
Smith, David. “Confessions of a Wall Street Analyst.” The Motley Fool, The Motley Fool, 27 Feb.
2007, www.fool.com/investing/general/2007/02/27/confessions-of-a-wall-street-analyst.aspx.
Sommar, Jessica. “GRUBMAN GRILLED – SOLLY ANALYST BUMBLES BEFORE
LAWMAKERS.” New York Post, New York Post, 9 July 2002,
nypost.com/2002/07/09/grubman-grilled-solly-analyst-bumbles-before-lawmakers/.

58

CASE 8: IS IT TAXABLE?
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INTRODUCTION
The objective of this case was to analyze a tax situation of a CEO where his
daughter was earning unreported income that should have been taxed. After analyzing the
tax situation, we wrote two letters, one to our client and one to the partner group. The
challenge of this case came from researching a rare tax situation. A situation where a
nine-year-old was earning $150,000 in a year. We learned that there are many factors that
go into determining taxable income. Also, how complicated correcting a past error in
taxes can be. Through the process of researching how to report a dependent’s income we
learned about penalties and interest from unpaid back taxes.
One of the greatest skills we gained from this case was articulating complicated
information in a way that is understandable and professional. One of the key aspects of
accounting, and business in general, is being an effective communicator. Finding the best
deductions might be a way to be an average accountant, but one of the ways to excel is to
maintain good client relations. This case is a great challenge to maintain client relations
as we were tasked with presenting information that is very costly to our client. We
learned about the effects of unearned income, as well as earned income. It was interesting
to look at taxes from a YouTuber’s perspective, specifically a nine-year-old.
It is also interesting to learn about how unexpected situations can arise from
clients that you have been working with for years. Also, this case was beneficial to
working in a team setting, specifically in the tax field.
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LETTER TO PARTNER
To Whom It May Concern:
At lunch today with David Smith, a situation I was unaware of arose resulting in possible
tax ramifications approximately over the past four years. One of our long-term clients informed
me, for the first time, that his thirteen-year-old daughter has been a YouTube star for four
years—making roughly $150,000 a year in advertiser revenue. As well as the money she is
making, she also gets dozens of packages from fashion and beauty vendors every day. In that
four-year span, Emma, the CEO’s daughter, owes $266,400 dollars in taxes. Since Emma makes
over $12,200 a year, she will need to file a tax return as a dependent. Before 2018, she was
supposed to file under her father’s tax bracket of 37%. In 2018, she was supposed to file her own
tax return under her own tax rate, which is 24% because she makes more than 150,000 dollars a
year, but less than 160,725 dollars.
We will need to amend taxes on form 1040X. From our calculations, we expect the
unearned interest, over the past four years, to be $32,462 based of a 3% interest rate. Due to Mr.
Smith’s eighteen years of business with this firm, to maintain good customer relations, I
recommend that we pay the penalties.

Sincerely,
Jack and Grace Anne
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EMAIL TO CLIENT
Hello David,

It was great having lunch with you today. Thank you for your offer to arrange lunch with your
brother-in-law, I am really looking forward to it. On another note, I wanted to bring something to
your attention. After you mentioned Emma earning such large amounts of advertising revenue, I
realized that there are potential tax ramifications. As you know, laws and tax codes are
constantly changing. Before 2018, Emma should have filed under your tax bracket. After 2018,
she should have filed under her own. From our calculations, we expect the unearned interest be
$32,462 based of a 3 percent interest rate and $266,400 in her earned taxes. Since you have not
filed yet, the firm can still amend your taxes for the past three years and file your taxes this year.
The firm will take partial responsibility for missing this important information. As a result, the
firm will pay for the penalties and make sure to get these tax returns and amends into the IRS as
soon as possible. I am deeply sorry for bringing this bad news to you, but rest assure, we will
make this right.

Sincerely Yours,
Jack Houston and Grace Anne White
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CASE 9: MONOPOLY MEETS BLOCKCHAIN

by John Jamieson Houston

March 4, 2020
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Introduction:
The objective of this case was to play a game of “MONOPOLY meets BLOCKCHAIN”.
This gameplay was based similar to how a normal game of Monopoly would be played.
However, the actual Monopoly game was only a supplement to the main objective of the case,
which was to learn how blockchain works. A group of a few students were first designated to
essentially design the entire blockchain. In the beginning of the class there were lots of problems;
not everyone within the “blockchain” knew exactly what their role was which ended up slowing
down the rest of the process. However, as the game went on these problems were addressed and
new rules were set up. This allowed for a successful game the rest of the time. Similar to
working in a team, the team is only as strong as its weakest link. This was also true for the block
chain. I think this blockchain case showed the good and bad side of how a team can operate.
When all team members understand the bigger picture, it is easier to empathize with the other
teammates in a different role. Additionally, a team works best when there is order. When all the
players of the game understood how all of the different roles interacted the new rules were
formed which allowed for an efficient and successful system. Blockchain might be the future, but
the key to if it will be successful revolves around how the blockchain users find uses for it. Thus,
it is imperative for anyone interacting with blockchain to fully understand how it works. This
will allow for changes and innovation in fields of business which were never
imagined. However, there are also applications for blockchain to go beyond the financial
services. For example, blockchain could be the future of the security industry. The use of
blockchain technology enables information or data to be transferred more securely, quickly, and
at less of a cost than current technology.
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Overview of Blockchain:
Although many people don't understand Blockchain, the underlying concepts of blockchain
technology aren't overly complicated. Essentially, Blockchain is a digital and decentralized
ledger that records all transactions made. However, these transactions are recorded without the
use of a third-party and are encrypted. The decentralized aspect of blockchain means there is no
main hub where all the data is stored. Instead the data is stored in blocks which are more secure
than if there was one centralized data storage. One of the main advantages of blockchain is that
transactions can be made and validated in just a matter of seconds. That is, if the proof-of-work
and proof-of-stake work correctly and efficiently. These are both used to validate transactions
but are done so in different ways. For example, proof-of-work involves cryptocurrency miners
— people with high-powered computers that require lots of energy — that compete against each
other to solve the encryption equation. These cryptocurrency miners clearly aren't doing this for
free but instead compete for a “block reward”. These block rewards are a fraction of the coin for
which the miners are validating. In essence, these rewards are similar to transaction fees from
centralized authorities, such as a bank. The other method of validation, proof-of-stake, doesn't
require any extreme use of electricity or super computer. Additionally, one of the major
advantages of blockchain is that a business could customize it to meet specific needs. Meaning
that not only can blockchain be open to the public, but it can be privatized to restrict who can
send or receive payments. In this sense, it seems likely given all the benefits that blockchain
could potentially be the future of a global economy. However, only time will tell how different
businesses and governments will utilize blockchain.
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How Blockchain Works:
A blockchain is essentially a string of data that is uniquely identified and traceable through a
linking of information. First off, there are blocks of data which are directly linked to other data
through a chain. This chain of blocks is unique and stored securely in a decentralized authority.
Not only are these blocks unique but so are the links within the chain that store the history of the
transfer of information. This transfer of data or cryptocurrency is heavily encrypted but also
easily verifiable. This means that there are essentially “blockchain auditors”, like in the
monopoly game, who ensure that there are no unauthorized or invalid blockchain transfers. Once
all of the transactions can be verified they are also entered into a shared ledger, which was the
blockchain consultant’s job in the game. This way there is full transparency of every transaction
and can be tracked accordingly. This is done through hashing. Hashing is the process of using a
series of numbers and letters to uniquely identify a block of data. Within the game, each member
had their own unique number identifier. However, in real life applications these identifiers would
be extremely hard to trace back to the actual individual. Big Mama and Big Papa, as they were
called in the game, would be the link of a peer-to-peer network. This peer-to-peer network is
made up of nodes, which are essentially computers that take an input and perform a function
which results in an output. These nodes would be similar to the business managers in the
monopoly game. These business managers would perform an input, through rolling a dice. Then,
for example, a function performed would be the decision to buy a property. Lastly, there would
be an output which would be obtaining the deed to a property. This property was obtained
through the peer-to-peer network of Big Mama and Big Papa.
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Statements from the Game:
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CASE 10: INDUSTRY INTERVIEW CASE

by John Jamieson Houston

April 1, 2020
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Introduction:
The objective of this case was to interview someone established in the business
community. There was a suggested list of questions to ask in order to obtain a complete and
successful interview. Given the unusual situation – of social distancing and prevention of the
spread of COVID-19 – it seemed like a great opportunity to interview my dad, John Houston.
Although I already knew a good amount about my dad’s personal life, it was intriguing to learn
about his uphill climb up the rungs of his business career. Similar to how many children grow
up, whether they realize or not, my dad had a formative impact on my overall development as a
person. As a result, throughout the interview, I realized that much of the advice and skills my dad
elaborated on had already been instilled in me. Some of the key takeaways I made centered
around my dad’s career path. The first takeaway is to no matter the situation find value and look
for the positives. My dad was a history major and took a very unusual career path, however, he
gained valuable experience from every opportunity and made the most out of it. The second
takeaway centers around hard work; understand the difference between hard work and smart
work. Although hard work will advance your career, it’s best to examine the entire situation as a
whole and determine the most efficient path towards completion. The final and most important
takeaway from this interview focuses on not basing an inordinate amount of value on the amount
of money or power that comes with a job. There were a couple of instances where my dad
pointed this out. The most evident statement of this value comes with him stepping down from
his proudest business accomplishment, President of FID division of Raymond James, to get back
to the dimensions of his career that brought the most gratification.
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Biography of John Houston:
John grew up an only child of a middle-class family in the heart of Memphis (only five
blocks away from Elvis). He started as a leader in his high school, representing his graduating
class of Memphis Prep as Student Body President. Growing up going to Ole Miss football games
from a very young age, it was no surprise when he chose to attend The University of Mississippi.
While in college John majored in history with a mindset to attend seminary school. Additionally,
he became involved in Sigma Chi Fraternity, was a houseboy at Kappa, and regularly attended
the newly founded Reformed University Fellowship (RUF). Following college, he went on to
intern at the University of Alabama for 2 years through the RUF program before deciding not to
attend seminary school. It was from this point that John launched his career in the business sector
with Jos. A. Bank. Clothiers. Over the next 2 years at Jos. A. Bank he mastered the skills of
dressing for success before deciding to withdraw from the retail clothing sector. Next, he
managed to land a job at one of the top investment firms in Nashville, Merrill Lynch, without
understanding basic investment terms, such as a bond. John spent 6 years learning the markets
and ins-and-outs of investments with Merrill Lynch’s top training program before heading to a
management role at Legg Mason, in the bank brokerage division. Due to Legg Mason’s new
emergence in the bank brokerage sector combined with long hours and hard work, he managed to
move up from National Sales Manager to President of the division in only 2 years. John spent 8
years at Legg Mason before orchestrating the sale of Legg Mason’s bank brokerage division to
Raymond James. This led to his new role as National Sales Manager of Financial Institution
Division (FID) at Raymond James’ headquarter office, located in St. Petersburg, FL. Only four
years later John became President of FID division. While spending eleven years as President, he
learned valuable management skills and grew the small division to a 400-million-dollar business.
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It was from this position that he learned he didn’t like managing people and wanted to get back
to what he is best at – sales. Therefore, he decided to step down from President to take on the
role of Eastern Division Director, with the added benefit of moving back to Nashville to be
closer to family.
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CASE 11: STUDENT INTERVIEW CASE

by John Jamieson Houston

April 20, 2020
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Introduction:
The objective of this case was to interview/ have a conversation with someone who
recently finished their Spring accounting internship. In my case, I was lucky enough to be paired
with the exact person, Lauren Eickholz, who just finished my prospective internship with KPMG
(SALT) in Nashville. In my opinion, this was the most interesting and helpful case I have done
over the past two semesters. It would’ve been an interesting case regardless, but to interview
someone who just finished the exact internship I recently accepted provided me with invaluable
information. Before this case, I had the same nerves, excitement, and eagerness that anyone
entering a new phase of life might possess. I had talked to a few people who recently finished
their Spring internships, however, most of the people I conferred with were not in my service
line of interest or city preference. It is because of this that talking with Lauren was so
constructive. Not only could Lauren give me answers to every question that I had surrounding
the future of my internship, but she also offered some form of advice – whether she noticed it or
not – in almost every answer she gave. One of the most important pieces of information I
learned, which I had been trying to figure out for about 2 years now, was what a tax intern does
on a day-to-day basis. After learning this, I became even more excited than before about starting
my internship. Additionally, Lauren relayed her post-undergraduate school plans of attending
law school to me. Coincidentally, I have been considering pursuing law school since before I
began undergraduate school. It was great to talk to someone who was roughly my age and
slightly ahead of me. This case gave me a unique perspective that was very helpful in
understanding some of the roles an intern is expected to perform. In summary, I learned some
tasks I might be expected to perform, ways to enhance some beneficial skills, and to always work
hard and keep a positive mindset.

76

Interview:
Although I did ask a lot of questions, this felt like more of a conversation than anything
else. First, the interview began with me realizing that Lauren had just finished the same
internship I accepted a few weeks before. Second, I was curious about some of the tasks
expected of a SALT (State and Local Tax) intern. Lauren explained to me that the Nashville
office for KPMG SALT is set up with a focus on tax consulting issues and that she never filled
out a tax return. Additionally, she elaborated on how the SALT division was interesting because
she was able to work with many different clients, throughout her internship. Consequently, this
meant doing different types of work on a day-to-day basis. When I inquired about some
examples of the work she performed during the internship I was pleasantly surprised to learn that
it seemed quite interesting. For example, searching through the legal code of Tennessee to find a
solution to a tax issue, which likely doesn’t seem interesting to most people. However, the
interesting part to me is the actual process of conquering a task and finding the solution. Some
other examples were centered around calling suppliers and contractors to explain why not to bill
a client a certain amount.
Another question I had was: should I expect to work ridiculous hours? Once again I was
pleasantly surprised; Lauren explained that she had a very healthy work-life balance (about 40hrs
of work a week). Additionally, I was glad to learn that I will be working with a laid-back group
of people with a great attitude. Also, I gathered some information about what to expect in terms
of KPMG training. KPMG seems like they have a great training program, and have shown that
through their investment in Lakehouse, the new training facility. Lastly, I asked Lauren for any
piece of advice she could give to me for how to journey through this next stage of my life.
Unsurprisingly, Lauren conveyed that, in terms of technical skills, excel would be a great starting
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point for adding real world business value. She explained that it is very impressive if an intern is
already familiar with excel, which is a skill I plan to improve upon. As a closing statement of
sorts, Lauren highlighted not to be stressed about learning all these new processes and skills but
to embrace it and understand that the people in the office know I have no idea what I’m doing.
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CASE 12: FINANCIAL CRISIS

By: John Jamieson Houston

April 27, 2020
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Introduction:
The objective of this case was to watch a movie, a video, and read multiple articles in a specific
order to answer several introspective questions. First, how did the materials presented for this
case change my previous political and economic beliefs? Also, how much value does
understanding economic and political relationships, of the past and current, hold in today’s
society? While I did learn a vast amount of information about the investment banking industry,
the history of financial services, and the importance of lobbyists in the political system my
overall viewpoint of government’s role in society did not change. However, my viewpoint on
business regulation has drastically changed. My previous viewpoint of government regulation
was that all regulations created an unnecessary hindrance to the business community. Now I
truly see the importance of government heavily regulating certain industries. Additionally, my
viewpoint that politicians are corrupt did not change. What I found most interesting was that
incentives, or a lack thereof, were the driving force for the financial crisis of 2008. It is because
of this that I place importance on a government allocating resources to understanding the
intrinsic and extrinsic incentives of decision making for politicians, as well as lobbyists. The
second question of this case was: after watching the videos and reading the articles did my
beliefs about my role in society (professionally and personally) change? The answer to this
question, in essence, is no on a personal or professional level. However, I believe there is a
problem concerning the way the political system allows corruption, which in turn has led to
certain businesses to take advantage of the way the government structures incentives for
businesses. In a realistic sense, I don’t see the political system changing drastically because as
long as lobbying is allowed there will be some degree of corruption. Nonetheless, I think one
important takeaway from the movie, Inside Job, is that there needs to be more accountability for
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companies. The last question this case tasked with answering was: how will COVID-19 change
the political/ economic climate in the U.S.? I strongly believe that the virus will, in the short
term, decrease consumer spending and increase savings. Although institutional confidence is still
intact, unlike after the 2008 financial crisis, this could be a reminder that the markets don’t
always go up, as they had for the past ten years. However, I don’t see the political system
changing given that the most basic needs of how to make rent or put food on the table will take
precedence.
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Crony Capitalism:
This video about crony capitalism, What is Crony Capitalism?, reinforced the beliefs I already
had about government. The video displayed three problems of a system that allows corrupt
politicians. First, it is unfair to let the politicians reward their friends, supporters, or themselves
when their job is to make decisions to improve society as a whole. Second, it is a waste of
taxpayer funds and creates a deadweight loss for society through money spent keeping
politicians happy. Lastly, crony capitalism can distort the economy through the power it has to
influence specific industries. This all to make the final point that the U.S. needs a limited
government to prevent corruption and give fairness to everyone. Everything this video says about
politics and the economy is a simplified view of a conservative, in my opinion. I tend to fall into
this political categorization, however, I was persuaded by the later content I examined in the
case.

82

Inside Job:
Inside Job gave a detailed explanation and overview surrounding the political and economic
climate the led to the financial crisis of 2008. One of the main causes of the great recession was
due to crony capitalism. The corrupt politicians followed the will of the people with the most
money, which in this case ended up being the wall street elites. Likewise, incentives are a
common theme for politicians, investment bankers, and anyone in the business world. It’s
actually quite a simple concept, for example, if politicians are habitually rewarded (through
lobbyist funds) to lessen regulation on business, that they would accept the funding for their reelection campaign and push the legislation through. It is basic human nature, and a foundation of
economic theory, that a person will not make a decision that will leave themselves worst off
today than they were yesterday. Therefore, I think the only way to lessen corrupt politicians or
greedy businessmen is to eliminate any incentives that reward societally detrimental decisions.
While I do believe that to some degree a bailout was necessary following the financial crisis, I
think that the overall industry of selling garbage collateralized debt obligations should have been
regulated. It is easier to point fingers after a crisis is over, similar to what is going on in the
current political climate. I don’t think it’s this culture of blaming individuals that should
continue, but a new age fostered in based on restructuring the overall system to prevent events
similar to this from reoccurring. There is an example of this in the movie, in the Goldman Sachs
hearing politicians are clearly frustrated that the top executives will not accept blame. However,
it seems as those the way the government regulated these businesses could also be to blame.
Politicians are happy to line their pockets with funds from these investment banking firms
through one way or another, be it campaign contributions or special favors. The movie later
states that the financial executives, at all companies involved, were never fined. This is because
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although what they were doing with CDOs and credit default swaps wasn’t moral, it was legal.
Additionally, Goldman Sachs was selling subprime mortgage loans through CDOs to
institutional investors and then betting against the derivative securities through credit default
swaps. This is a perfect example to counter the crony capitalism video’s viewpoint that leaving
the markets unregulated will lead to a more ethical economy. Unregulated markets would take
advantage of the everyday worker in every way possible. Thus, I think the best solution would be
to eliminate lobbying and focus on creating a sure-proof system of regulations.
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Recipe for Disaster: The Formula That Killed Wall Street
This article goes into detail about how the financial services industry, as well as rating agencies,
created the financial crisis in 2008. In essence, the root of the problem can all be traced back to a
formula, known as a “Gaussian copula function”. This simple formula allegedly predicted
complex risk with more ease and accuracy than ever. However, this formula turned out to be too
good to be true. This model became the industry norm for evaluating risk based on assuming that
housing prices were a constant (increasing) instead of a variable. Thus, when housing prices
began to fall, so did the model. However, the most detrimental cause of this flawed formula
relates to crediting agencies. This model was exploited by crediting agencies to give the highest
rating of AAA to subprime mortgage loans. Consequently, these rating agencies were paid, by
investment banking companies, higher amounts when they gave higher ratings. Likewise, when
questioned by the government why these high-risk mortgages were rated AAA the company,
Moody’s Rating Agency, claimed this was just their opinion. Once again, it goes back to
incentives, if the rating agencies get paid more to give higher ratings then they will find a way to
make it happen. Additionally, it seems like something so essential in determining risk should be
regulated by the government, and it should be prohibited to accept payment from companies who
have any interest in the loans, bonds, or securities the company is rating.
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The Great American Bubble Machine:
This article, The Great American Bubble Machine, articulates that Goldman Sachs is at the
center of any financial crisis. This would make sense given the Goldman Sachs is a huge
company that has been around since the emergence of the financial services industry. The
article’s viewpoint is one of someone who does not view Goldman Sachs favorably. They go
over multiple economic downturns and examine Goldman Sach’s role in causing the “bubble”.
While all the anger seems to be directed at a successful investment banking firm, I think the
actual anger should be directed at the lack of regulation and punishment from the government. It
is similar to a viewpoint that many have when they are upset in finding out that “roughly twothirds of all corporations operating in the U.S. [pay] no taxes at all”. Once again I will relate this
to incentives; if a company can find “loop-holes” in a system they will exploit them. This is
because the goal of a corporation is to maximize value for its shareholders. Thus, the debate that
has been around since the emergence of the business industry and markets continues: what is the
right balance of regulation and free-market capitalism? Whatever the right answer may be, I am
certain that I will not be achieved by allowing politicians to only support the viewpoints of who
donates to their campaign. However, the problem with eliminating lobbying and under the table
political dealings is they are often either undetected or normalized within the current political
climate.
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The Current Economy:
In this article, “WE DON’T WANT HIM TO HAVE THE SELF-SATISFACTION”: WHY WALL
STREET HATES THE TRUMP ECONOMY, a democrat gives his viewpoint on why he does not
want to see the Trump administration succeed. I think it is safe to say that in today’s political
climate there is hostility on both sides of the political spectrum. Democrats hate Trump because
he is “immoral and a racist and a xenophobe . . .”, while republicans hate that “Democrats took
identity politics way too far”. However, it has always been the case that there were differing
opinions that certain political parties fundamentally reject. There’s a new culture of breeding
hostility towards someone who supports the opposing political party as if attacking someone’s
political opinions were an assault on their character as a person. It is with this unfortunate
viewpoint that the U.S. is facing a worldwide pandemic. There is a new deadly virus, and still,
there are no signs of political uniformity. It is because of this that I don’t believe the political
system will change, due to the virus. It may be because there is an election in the near future, and
the pressure is on. But I think it is because the Democrats would rather see the “human
condition” diminish than re-elect Donald Trump. I think the economic condition of the country is
decent, considering all factors. Looking at the past financial crisis, like the 2008 crisis, it seems
that throwing money at big business is not the solution. I agree with the decision to give a form
of payment to citizens. I believe the biggest impact the virus will have on the economy is the
unemployment rates. I think some businesses, small and large, will see this as an opportunity to
restructure and reassess employment needs. Lastly, I believe there will be less travel for business
purposes and more employees working from home.
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